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INTRODUCTION

The ZdravReform Regional Technical Conference, held December 14-15, 1995 in Almaty,
Kazakstan, disseminated information about Program progress and lessons learned and provided an
opportunity for cross-fertilization of ideas among professionals who are engaged in health reform
and from the countries of the New Independent States (NIS).  More than 50 papers on various
aspects of financing, management, and organization reforms were presented to an audience of
213, including more than 160 practitioners of reform from Kazakstan, Kyrgyzstan, Moldova,
Russia, Tajikistan, Turkmenistan, Ukraine, and Uzbekistan, and personnel from international
assistance organizations.

The U.S. Agency for International Development (AID) created the ZdravReform Program in late
1993 to assist with financing, management, and organization initiatives in the health services
sector in the NIS.  Abt Associates Inc. executes the ZdravReform Program contract.  ZdravReform
collaborates with national and local government officials, policymakers, managers, and providers
of health services to design, implement, and evaluate initiatives aimed at improving financial
sustainability, efficiency, and quality of care, while preserving equitable access. This
collaboration takes the form of technical assistance, training, information dissemination, and grant
support.

The papers presented at the Conference covered a broad array of reform initiatives in various
stages of execution. This permitted Conference participants to maximize learning about what has
worked, what obstacles have been encountered and whether and how they have been overcome.
and what ideas have been proposed but are yet to be implemented. Much cross-fertilization took
place, since different countries and localities are trying different approaches to similar problems or
are at different stages of execution. In addition to the Conference’s three plenaries and fifteen
concurrent sessions, participants took full advantage of the time reserved between sessions for
informal discussions. Two evening receptions held in conjunction with the Conference facilitated
informal meetings, as well.

1 The authors wish to acknowledge the contributions made to this report by those who provided the notes they
took at the Conference, Sheila O’Dougherty, Victor Omelchenko, Marc Stone, Nancy Pielemeier, John Stevens,
Borys Uspensky, Lonna Milburn, Charles Krakoff, Gary Gaumer, Tom Wittenberg, Linda Moll, and Jack
Langenbrunner. The authors also wish to thank Olga and Larisa Gilova and their team for the logistical
arrangements at the Conference. Gratitude also is owed to Courtney Roberts for editorial help with the report.



This Conference marked the first time many of the reform practitioners from around the NIS had
participated in a voluntary association of health professionals, without central direction, where
they were free to exchange technical information and views. Few, if any, of the participants
received an official mandate on the content or delivery of their presentations. Establishing the
precedent of a professional meeting with open technical exchanges represents an accomplishment
in its own right.

The Conference was opened by Kazakstan’s Minister of Health, Dr. Vassily R. Deviatko; Deputy
Chief of Mission of the U.S. Embassy in Kazakstan, Jane Fort; U.S. Agency for International
Development (USAID) Regional Office for Central Asia Deputy Director, Patricia Buckles;
ZdravReform Program Director, Nancy Pielemeier; and ZdravReform Program Regional Director
for Central Asia, Michael Borowitz. Dr. Deviatko emphasized the importance of the issues
discussed at the Conference for all NIS countries and noted the universality of market laws. Ms.
Fort congratulated the participants for taking on the difficult issues of balancing the provision of
social benefits with the burden of financing, noting that a similar challenge faces the U.S. and
Western European countries. Ms. Buckles stated that USAID was pleased with the progress made
on health reform in Central Asian countries and that USAID-funded training and technical
assistance was being put to good use in assisting the countries in achieving this progress. She
cited as particular successes the privatization in the pharmaceutical sector in Kazakstan, the
health reform demonstration in Issyk-Kul Oblast, Kyrgyzstan, and the increased market
orientation in the operation of health facilities throughout Central Asia. Dr. Nancy Pielemeier
praised the participants for their health reform accomplishments and recognized that they have
been working “double time” to meet the ordinary demands of their jobs while pursuing reforms.
Dr. Michael Borowitz called attention to the fact that all of the represented countries’ health
systems began with common roots, but had begun to diverge with the institution of reforms. He
suggested to Central Asian participants that it would be wise to learn lessons from Russia’s
experience with implementing health insurance.

The Conference was closed by Director of the Mandatory Health Insurance Fund of Kazakstan,
Dr. Tokon Imanbaev; USAID Representative, Marilynn Schmidt; ZdravReform Deputy for
Technical Programs, Dr. Marty Makinen; and Drs. Nancy Pielemeier and Michael Borowitz.

The papers presented in the concurrent technical sessions were selected on a competitive basis.
ZdraReform's field offices in Russia, Ukraine, Moldova, Kazakstan, and Kyrgyzstan circulated a
call for abstracts, and after technical review papers were selected for presentation based on
technical merit, responsiveness to Conference themes, and importance of topics. Generally,
priority was given, in the following order, to papers that presented:

Results of evaluations of reforms in operation
Descriptions of reforms in operation
Analyses of the pre-reform situation and descriptions of planned reforms
Descriptions of the application of new analytical tools



Technical staff from the ZdravReform headquarters office in Bethesda, Maryland and each of the
regional ZdravReform offices participated in the selection of papers. The themes cited in the call
for abstracts and the number of concurrent sessions organized for each (in parentheses) were:

Protecting Patients, Physicians, and Society Under Health System Reforms (1)
Concepts of Health Insurance in post-Soviet Societies (3)
Payment Incentives for Structural Change (22)
Methods and Business Skills for Now and the Future (5)
Restructuring Health3 Systems (3)
Experiments in Primary Health Care ( 1)

The available abstracts4 of the papers accepted for presentation are published in a separate
volume. The quality of the submitted abstracts determined the distribution of numbers of papers
by theme.

Key Note Address

Abt Associates’ Program Vice President for Health Gary Gaumer presented the Conference’s
keynote address, “The Role of Consumers in Health Reform.”  Mr. Gaumer stated that there are
three universal beliefs about the reform of health services systems around the world:

1. Health can be improved if efficiency is improved;
2. Administration costs can be decreased without compromising services;
3. The role of consumers in the system should be elevated.

He noted that an increased role for consumers would mean a loss of traditional administrative
control in NIS countries. but could lead to better overall outcomes. Linking the first and third of
these universal beliefs, he said that giving consumers the power to “vote with their feet” (have free
choice among providers or insurers) and making them financially responsible for their actions,
makes them allies in increasing efficiency.

Mr. Gaumer illustrated the power of consumer choice with the example of U.S. experience.   In the
United States, consumers and the employers who pay for insurance are provoking a revolution in
the organization of the health services system, without waiting for national legislative change
(such as the failed Clinton health reform initiative of 1994). This movement by consumers and

2 A plenary session was conducted on payment methods independent of submitted abstracts.

3 The original theme in the Conference Call for Abstracts. “Restructuring Hospital Systems,” was broadened to
include restructuring of national and territorial health systems and restructuring of all types of provider institutions,
not just hospitals.

4 Abstracts for some of the papers presented by Russian authors are not available.



employers is drawing a response from providers and insurers to change the products and services
they offer and the way in which they are organized.

Mr. Gaumer stated five lessons from the American experience:

1. An entirely voluntary health insurance system creates problems and should be avoided;
2. Payments by users for services are important to involving the consumer financially;
3. Provider and consumer incentives should be aligned;
4. Focus should be put on consumers’ health and wellness, as opposed to illness and cure;
5. Consumers should be permitted to choose their primary care doctor.

Finally, he stated that two of the reform tools available work together like the two blades of
scissors. These complementary tools are consumer choice and user payments.

SUMMARY OF TECHNICAL PRESENTATIONS

Protecting Patients, Physicians, and Society Under Health System Reforms

The following sections summarize the presentations made and subsequent discussions in the
concurrent technical sessions.  The summaries are organized by theme.  Staff chaired each
concurrent technical session.  The chairpersons introduced the sessions by giving a brief
presentation on how the topics to be presented related to one another and to the overall reform
process.  The chairpersons also summarized the main points made during the session at its
conclusion.  Finally, the chairpersons took notes during the sessions.  The summaries in this
report are based largely on those notes.

This topic was covered in one sub-session, chaired by Lonna Milburn, Director of ZdravReform’s
Office in Novosibirsk, Russia. All three papers presented in the session came from Kazakstan.

The sub-session was designed to address concerns that decentralizing the health sector might
jeopardize access to vulnerable groups to adequate health care. Each of the presenters described
threats to equity accompanying the introduction of market-oriented systems. They concluded that
two complementary changes are needed: linking user payments to a minimum benefits package
and resolving regulatory issues in a mixed state and private retail pharmacy sector. Both of the
presenters focused on Kazakstan.

Health Economist Jack Langenbrunner of ZdravReform/Bethesda made a presentation on the
results from a household survey in South Kazakstan Oblast. In November 1994, an oblast-wide
household survey was conducted to determine people’s attitudes towards health reform and the
mandatory health insurance program to be introduced January 1996. One of the findings of this
survey was that the majority of people already do or are willing to make out-of-pocket payments
to receive better care or services, including laundry services, bedding changes, pharmaceuticals,
and, even, doctor’s care. Despite legal prohibitions, out-of-pocket payments are common
throughout the former Soviet Union. Therefore, the lessons learned in South Kazakstan may be
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applicable elsewhere. It is hoped that user charges will be linked to the benefits packages
developed under Kazakstan’s newly introduced mandatory health insurance program.

Charles Krakoff, Pharmaceutical Privatization Advisor in ZdravReform's Almaty office, made a
presentation on the effects of privatization of the pharmaceutical market on behalf of Tarbiyay
Sarabekova of the Small-Scale Privatization Department of the State Property Committee of
Kazakstan. Farmatsiya, a self-financed State  holding company, historically has been the sole
distributor and regulator of drugs in Kazakstan. In 1995, Farmatsiya was dissolved. State-owned
retail pharmacies continue to receive subsidies from the government for providing certain drugs to
the population. In the meantime, many retail pharmacies have been privatized. They are now
allowed to make a profit on their sales, as long as they provide certain drugs to the population at
low prices. The coexistence of state-owned and private, retail pharmacies creates a confusing
regulatory situation for the state, and a confusing consumer market. There appear to be no
workable solutions to resolve this issue in the short term. Further regulatory reform is needed at
the national and local levels.

Concepts of  Health Insurance in post-Soviet Societies

Three sessions dealt with different aspects of health insurance in former Soviet countries.

One of the sessions was chaired by Gary Gaumer, Abt Associates’ Program Vice President for
Health and frequent advisor on health insurance issues for ZdravReform. In his opening remarks,
he proposed the following framework that encompasses the broad scope of financing reforms
referred to as “insurance reforms:”

1. Decoupling health financing from the government budget;
2. Creating an entity (or entities) that employs professional management charged with

covered health services;
keeping it (them) solvent by managing the inflows of funds to be used to pay providers for

3. Making payments to providers of services and payment policy an instrument to match the
breadth of covered services with available funding.

Public or private, voluntary or mandatory, narrow or broad scope of covered services—all can be
incorporated into this framework, as can notions of single-payer insurance funds or private
insurance.

The two speakers in Gaumer’s sub-session addressed widely different aspects of insurance
reform. One focused on the lessons of the history of setting up the legal framework for insurance
reform, largely aiming to isolate negative lessons learned. The other speaker presented an
innovative financing approach and a new modeling method for clarifying financing options.

Dr. Nikolai Melyanchenko, Head of the Health Care Committee in Kemerovo, Russia offered an
analysis of the ten years of experience with health reform in this oblast, including the initial health
insurance law. The new (1994) law on health protection represents the result of a period of
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experimentation and reflection. It incorporates corrections for many of the “lessons learned”
during the previous ten years. Among the more important of these lessons are:

Health protection laws are preferable legal instruments to insurance laws;
Be specific in the law about the role(s) of government and the private sector;
Include provisions pertaining to premium/fund collection issues and for the funding of
medical education.

Dr. Melyanchenko also stressed the importance of including provisions for assessing the
performance of individual insurance funds. Here he supports the requirement of annual
assessments of the funds’ performances against a set of criteria specified in the new law.

Discussion following this presentation focused on the process of obtaining legislative approval for

A novelty of the proposed approach is the integration of insurance reform and tax policy.  While

across government agencies regarding issues of tax policy changes.
this may capitalize on the existing administrative apparatus, it does entail broader acceptance

method allows a fairly transparent view of sources and uses of funds to support these conclusions.
achieve the equivalent of full, current levels of financing of health providers.  The funds flow
simulation analysis showed that the VAT would have to move from 19 to about 23 percent to
and the administrative tax collection process is used to aid implementation and compliance.  The
rates are gradually increased to generate extra revenues earmarked for payment of health services,
(VAT) revenues and tax incentives to employers to prompt compliance.  Under the scenario, VAT
sector by general government budget revenues to funding it through a share of value added tax
methodology to a financing reform scenario that makes the transition from funding the health
mandatory health insurance fund using a flow-of-funds methodology.  He applied the
Bethesda, summarized his work in Karakol, Kyrgyzstan, where he modeled an approach to a
Dr. Alexander Telyukov, Health Finance Specialist based in ZdravReform Headquarters in

such a complex law and the administrative burdens implied by the law.

The session chaired by Dr. James Rice, the Director of ZdravReform/Russia, included three

appropriateness of payment of taxes by health service providers to support insurance funds.
peculiarities of local areas where the VAT does not apply to all firms.  Also questioned was the
The discussion that followed focused on the appropriateness of the VAT as a financing source and

papers. Dr. Rice introduced the session by enumerating nine problems with the implementation
of mandatory health insurance in Russia:

The Ministry of Health and the Mandatory Health Insurance (MHI) Funds are split over
which controls the money for health services;
The poorly defined mechanism for collecting contributions from enterprises allows many
of them to underpay;
The transactions cost of collecting contributions from those who are self-employed is very
high;
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MHI Fund management is problematic;
The overall economy is weak;
Expectations for MHI are unrealistically high;
The population assumes that all health services will remain free of charge;
The 3.4 percent payroll tax is too low to meet the financing needs of the health services
sector;
The dual funding flows from the government budget and MHI confuses providers.

Alexander Okoneshnikov, Head of the Health Insurance Department at the Ministry of Health in
Kazakstan, spoke about the new health insurance law in his country. It was motivated by the
underfunding of health services from the traditional source: the government budget. Recently, the
sector has received only 40 to 50 percent of the funds requested. The strategy to cope with this
situation in Kazakstan is to make some reduction in the size of the provider network, to
experiment with user payments for selected services, and to establish a payroll contribution into
an MHI Fund. The payroll contribution will be 10 percent of existing social fund contributions,
which is expected to provide more revenue than the 3.4 percent payroll tax in Russia. The general
government budget will continue to support health service providers, as well.

The MHI system, which will pay providers, will be organized as a single, national fund with
branches in oblasts and cities. The MHI system’s implementation will follow four stages: design,
preparation, transition from the old system, and full operation. Use of per capita financing is to
begin under the MHI system in 1997. User co-payments are to be demonstrated in some oblasts.

Dr. Alexeiy Russu, Head of the Department of Medical Services, insurance, and implementation
of Reforms in Moldova, spoke about alternatives to the institution of health insurance in Moldova.
The difficulties currently faced by Moldova’s economy make imposition of a payroll tax
impossible at this time. Therefore, a national health program has been developed to take other
steps to cope with the scarcity of resources. The program has focused on changing the mentality
of both the population and health service delivery personnel. The program aims to reallocate
resources to primary health services and to develop a market for services. All forms of ownership
are now allowed among providers. Programs have been put in place to influence individual
behavior to reduce alcohol abuse, tuberculosis, and HIV/AIDS. Government budget funds are
being allocated on a per capita basis. Competition among providers and patient choice are being
used as means to increase quality of care. More than 240 doctors have set up private practices.
generating around 200,000 visits and about $500,000 in revenues in 1995. A private market for
pharmaceuticals has developed, and $15 million in savings has resulted. Development of day
surgery has saved 13 percent of costs, and an additional 10 percent reduction in inpatient surgery 
is expected in 1996. Even though it is not the right time to institute a national payroll-based
insurance program, an insurance experiment is being conducted in a pilot area. It expects to
receive revenues from the state budget, enterprises, and wage earners on a 50-35-15 percent basis.

Dr. Ainagoul Shayakmetova of the Ministry of Health in Krygyzstan explained the health
insurance reforms in her country. She spoke about the experiment being conducted in Issyk-Kul
Oblast, which primarily is focusing on reforming the provider payment method. An additional
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focus is the development of family group practices. The experience in Issyk-Kul is being
systematically evaluated using 88 indicators. With the measures of the indicators the Ministry of
Health and Parliament will be able to decide which elements of the experience to use in national
policy.

Dr. Rice concluded the session by presenting ideas about how government could promote needed
changes in the health system. He proposed increased taxes on tobacco and alcohol earmarked for
health service financing. He proposed legislation allowing bond financing for restructuring of
providers. He proposed tax credits for the following purposes:

Out-of-pocket spending on pharmaceuticals
Out-of-pocket spending on primary care doctors
Donations to providers
Enterprises investing in health promotion and safety improvements
Hazardous material cleanups
Health needs of special populations
Doctors’ development of general practices.

Dr. Marty Makinen, Deputy Director for Technical Program for ZdravReform Headquarters in
Bethesda, chaired the final session focusing on health insurance. He introduced the session by
emphasizing the importance of how payments are made to providers under insurance. He noted
that real resource availability is in decline and that the desire to raise additional revenues through
a payroll-based insurance system is thwarted in the short term by the weaknesses of overall
economies. He stated that in addition to potentially increasing revenues, insurance reforms offer
the opportunity to increase the quality of care, responsiveness to consumers, and efficiency in the
use of resources. Further, the disappointing to unsatisfactory performance of the Soviet health
system on all of these counts would not be improved by more resources alone.

Along with insurance reforms, many areas are experimenting with new ways to allocate funds to
providers, or payment reform. These payment reforms are being designed to give providers
incentives to provide consistent, high quality care, to be responsive to consumers, and to use
resources efficiently. The changes in payment methods can be expected to induce providers to
change the way they organize their work to respond to the incentives. This means that an
important complement to payment reform is allowing providers the freedom to make changes in
organization. Several reform initiatives have been inspired by experiences outside the former
Soviet Union; however, these reforms are not a simple replication of outside experience. They
involve substantial adaptation and improvement of reforms to better fit local conditions. There
are traces of:

U.S. models of health maintenance organizations (HMOs) in Tula, Shymkent, and
Kemerovo
U.S. integrated service delivery systems in Kemerovo
The Netherlands’ Dekker reforms in Kemerovo
U.K. fundholding in Samara



U.S. diagnosis related groups (DRGs) in Dzheskasgan.

Dr. Shel Hulac, ZdravReform Advisor in South Kazakstan Oblast, Kazakstan, made a presentation
about setting up a pilot HMO in Shymkent. The lead provider and holder of financial risk for the
HMO will be Phosphorus Hospital. Initially, it will cover the health service needs of the workers
employed at the Kabisco factory, a Kazakstani-American joint venture.

Because Shymkent’s economy is in deep recession, it is imperative to use available resources as
efficiently as possible. Study tours sent five senior health sector leaders to the United States to
observe how HMOs are organized and how they perform, how health insurance organizations are
managed, and how a private pharmaceutical system operates. One result of the study tours was
that the leaders were ready to consider the development of a pilot HMO. A number of onsite
activities also helped pave the way for the pilot HMO, including training of the MHI Fund board
in strategic planning. a workshop on alternative payment methods. training in management and
cost accounting, and a workshop on continuous quality development. All of these activities
helped build consensus among the Oblast Health Department, Oblast Administration, City
Administration, hospital, and polyclinic about the HMO pilot.

Now, there is a plan in place to make the HMO operational. It will have official legal status by
December 31, 1995. Various contracts involved are now under negotiation. The HMO should be
operational by April 1, 1996, covering the health needs of about 50,000 people.

Dr. Jamal Tajikenova, Deputy Director of the Health Department in Dzheskasgan Oblast,
Kazakstan, described the experience there with pilot implementation of mandatory health
insurance in 1995. The program in Dzheskasgan involves financing health services through a
combination of general government budget funds, out-of-pocket payments by users, and health
insurance contributions. The latter consists of a 5-percent payroll contribution by enterprises. Per
capita payments of 1,400 tenge are made to providers for inpatient care and per-visit payments are
made for outpatient services. The payment mechanism is expected to motivate a shift in focus to 
primary care, including tuberculosis control. Restructuring of providers is not being forced, but is
expected to come about as a result of facility managers’ initiatives.

Facilities are given financial autonomy and development of private service provision is supported.
There are 25 general practice groups operating now in Dzheskasgan City. These groups have
generated operational savings compared to polyclinics. A system of licensing and accreditation is
in place, beginning with provider licensing, which allows contracts to be made with the insurance
fund. A commission grants licenses.

Finally, the move to develop insurance has been accompanied by restructuring of the Oblast
Health Department (OHD). The OHD has reduced its staff and now concentrates on defining

 policies and strategies for care. Its analysis department evaluates the impact of initiatives.
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Dr. Dmitri Sokol made a presentation on HMO development in Tula, Russia. The development
of an HMO was motivated by a recognition that there is much duplication of services and, too
often, unneeded inpatient care. Tula health authorities learned about the American HMO model
and the incentives it provides to reorganize care. Thus, they applied for ZdravReform grant
support to conduct an HMO demonstration involving Tula City Hospital Number 1.

Through ZdravReform’s grant, Tula has benefited from assistance and cooperation with the State
University of New York at Albany. With Albany’s help, a series of issues was defined, including
legal status, personnel, and business and implementation planning. A precedent-setting
agreement with the City Administration of Tula established a Tula-Albany not-for-profit health
insurance entity, the first of its kind in Russia. A not-for-profit entity was not illegal; it simply
was not provided for in Russian law.

A new HMO board of directors, which appoints a chief executive officer, was defined. An
incentive-based personnel payment system was devised to increase employee interest in the
HMO’s overall financial performance. Retraining of personnel and autonomy of management
have been found to be key elements of success. After studying the relative efficiency of the
hospital departments, creating day beds and centralizing paraclinical (ancillary) services are
expected to generate savings.

Economist Natalia Nikolaeva, Deputy to the Chief Doctor of the Oblast Clinical Hospital for
Children in Tver, Russia, made a presentation on methods used to estimate costs per case of care.
Neither DRGs nor medical economic standards (MESs) are used. Department heads in the
hospital are asked to make clinical groupings of cases. Then, the total expected cost is divided by
the number of cases to obtain overall average cost per case. However, an adjustment is needed for
complexity of cases. Average length of stay (ALOS) is multiplied by average bed-day cost, with
that total multiplied by a complexity weight to produce an adjusted value. The complexity
adjustment was designed by a group of doctors using statistical data. These calculations were
performed using a database including information from 29 facilities.
One example of the calculations is the following. Initially, the calculations performed found an
ALOS of 9.6 days for appendicitis, lower than the 10.0 days in MESs. Additional analysis of data
showed that an ALOS of 8.8 days should be the target. The fact that savings from application of
these methods are used to fund staff bonuses has made staff very interested in applying the
methods.

Payment Incentives for Structural Change

Two of the concurrent sessions concentrated on the incentives embodied in the way providers are
paid for services. The first of the sessions was chaired by Dr. Makinen. In his introduction to the
session, he stated that payment reform is important to getting the most from the health system. He
then enumerated several aspects of payment reform.
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The first is the origin of payment to providers. It may come from voluntary or mandatory health
insurers, from employers through managed care contracts, from consumers directly, as well as
through the traditional government budget, or from a combination of all of these sources.

How payment is made impacts provider behavior. Payment made on the basis of the number of
filled beds generates filled beds by providers. Per capita financing, case-based financing, and fee-
for-service financing embody different incentives, and hence generate different behaviors by
providers.

One complement to payment reform is autonomy of management of providers. Without
autonomy of management, providers cannot react to incentives embodied in payment methods.

Finally, providers need upgraded accounting, financial management, and information systems to
be able to best respond to the incentives in payment methods.

The first paper in the session was presented by Jemma Jafarova, Head Doctor, and Svetlana
Bychenko, Chief Economist. City Hospital Number 1, L’viv, Ukraine. They explained how the
operation and management of the hospital had changed under new forms of payment and self-
governance.

L’viv City Hospital Number 1 has been given the status of a legal entity, so it is not subject to the
restrictions of line-items in the allocation of its budget. This has allowed it to change the way it is
organized as increased competition has pushed it to change. The hospital is now much more
service oriented. Customer service has become the most important consideration. It has better
integrated inpatient and outpatient services, cut ALOS, reduced operating costs, and introduced
clinical protocols to increase efficiency.

A point system has been set up to reward personnel for performance. The resulting bonuses have
led to better performance, including a greater emphasis on prevention and a reorganization of the
way care is provided. The decentralization of budgeting to departments has improved cost
reporting. Clearly, changing the payment method and granting management autonomy has had a
profound effect on L’viv City Hospital Number 1.

Jack Langenbrunner, ZdravReform Senior Economist, reported on simulations performed to
calculate likely cost savings from shifts from inpatient to outpatient care in Kaluga, Russia.
Currently, 70 percent of health sector resources are devoted to inpatient care. There is a desire to
try to provide personnel with pay incentives for better performance and to increase doctors’ total
compensation. One way to generate additional funds to use for performance bonuses is to shift
care from inpatient to outpatient settings. A computer simulation was performed to get an
approximation of the savings that could be expected. A group of expert doctors examined the top
20 ICD-9s for inpatient admissions and found that 35–45 percent could be treated on an outpatient
basis: This shift of care would allow for reduction of 2,300 of the 12,300 hospital beds in Kaluga.
If all savings from the redundant 2,300 beds were realized, $6.6 million would be gained.
However, the savings would be made only if redundant personnel could be released and other
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fixed costs reduced. Assuming that only 40 percent of the potential savings can be realized from
the hospital bed reduction and accounting for an increase in costs for the greater use of outpatient
services, the net savings of the shift are estimated to be $650,000. Greater amounts of resources
could be freed up if savings in fixed costs could be increased.

Dr. Igor Samchenko, Advisor in ZdravReform‘s Shymkent Office, made a presentation on how
new payment  mechanisms can improve the effectiveness of health services. Payment
mechanisms can be designed to ensure that a minimum package of services is provided and that
quality is ensured. Each of various payment mechanisms has advantages and disadvantages, so a
mix of mechanisms may be used to minimize the disadvantages. A good mix would be to apply
capitation payment for primary care services; government budget support for fixed costs of
hospitalization and case-based or global budget financing for operating costs; and fee-for-service
payment for elective services. For these payment systems to work as intended, consumers must
have a choice of doctor and nurse.

In South Kazakstan Oblast (SKO) experiments are being conducted with methods of payment.
Using the principle that money should follow patient choices, an HMO is being developed to
create a framework for payment under the coming mandatory health insurance system. Controls
are being reduced on how providers use resources to give them the opportunity to respond to
payment incentives. Quality assurance mechanisms are being developed, as well. SKO is making
the transition to per capita financing.

The ZdravReform Resident Advisor in Odessa, Ukraine, Tom Wittenberg, chaired the second sub-

in the pharmacy and X-ray departments.
are heavy taxation of the payroll and some inefficiency, identified with the help of ZdravReform,
Although profitability is not a major issue, the polyclinic does face some problems.  Among them
billions koupons of revenue in 1994, 25 percent of which went to pay professional staff salaries.
referred through social support services are provided care at no charge.  The polyclinic earned 7
It also has dismissed unproductive staff to keep quality up and costs low.  Veterans and patients
continues to attract high quality specialists on its staff to maintain its reputation with consumers.
Utilization has stayed relatively high despite recent difficult economic times.  The polyclinic
home care, ambulance services, and has primary care doctors scattered around the city.
staff salaries, with any remainder returned to the state.  The polyclinic offers standard services,
freedom has allowed it to open a dental clinic.  The revenues from user payments are used to pay
management the freedom to set its own prices and to decide how it will be structured.  This latter
Finance of the Soviet Union.  Now, the Municipal Health Department has given polyclinic
specialists in Odessa.  Initially, the list of prices for services was authorized by the Ministry of
allows patients free choice of specialists, among its staff of high quality and, often, unique
explained his facility's success in generating user payments to support operations.  The polyclinic
Dr. Anatoly Shubin, Chief Doctor of the Municipal Self-financing Polyclinic in Odessa, Ukraine,

session on payment reform. It was made up of two papers concerning payment reforms in Issyk-
Kul Oblast, Kyrgyzstan and Tomsk, Russia.
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Dr. Alexander Telyukov made the second presentation.  He added some to the description of the

method.
autonomy.  This would give management the ability to respond to the incentives in the payment
can have the maximum desired impact on efficiency only when it is combined with management
compare efficiency levels among hospitals.  Finally, the speaker noted that the payment system
gathered from providers in three districts.  This information was used to calculate an index to
providers on the basis of estimated average cost.  Average costs were calculated from information
some detail about how cases are grouped for payment, then described how payment is made to
Dr. Tokon Ismailova described the establishment of a case-based payment system.  She gave

Issyk-Kul payment system, with which he has been involved. Then he turned to Tomsk.

Concerning Issyk-Kul, Dr. Telyukov suggested that together the set of payment reforms,
autonomy of management, and implementation of licensing and accreditation would provide the
best results.

From his work in Tomsk, Dr. Telyukov demonstrated statistical results that support the need for
alternative payment systems. He argued that, at this point, DRGs are the most cost-effective way
of paying providers. DRGs could be expanded in complexity in the future. Payments made based
on medical-economic standards would require the review of all clinical protocols. This is too
demanding and labor intensive. DRGs are simpler, less information intensive, and better for the
current situation, Dr. Telyukov suggested.

Dr. Michael Borowitz chaired a plenary session on payment methods. Dr. Teiyuitov elaborated
on the management accounting and case-grouping methods developed with hospitals in Tomsk,
Russia. Sheila O’Dougherty and Eugene Kutanov of ZdravReform/Almaty made a presentation,
featuring projection of computer spreadsheets, on how the patient classification work was done
for the payment method in Issyk-Kul, Kyrgyzstan. Finally, Tatyana Makarova of
ZdravReform/Moscow made a presentation on setting prices for providers integrating the payment
over various levels of provider, using such methods as capitation and fundholding.

Decision Methods and Business Skills for Now and the Future

The sessions covering methods for decision making and development of health business skills
were the most numerous of the Conference.  Five sub-sessions were devoted to these topics.

included all of the following:
opinions were, and what they wanted to know about the reformed system.  The campaign
10-20 people of various ages were organized to find out what people knew already, what their
about patient choice among small group practices and the role of family doctors.  Focus groups of
Issyk-Kul Oblast.  The campaign aimed to inform the population of 280,000 in the reform area
focused on the marketing campaign accompanying the implementation of small group practices in
The four-member Karakol Marketing Group made the first presentation.  Their presentation
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Brochures and information sheets in Kyrgyz and Russian
House-to-house interviewing and distribution of brochures and information sheets
Newspaper articles, national and local radio broadcasts, and TV spots and programs
Bus advertising
Contests in schools (e.g., essays on “Why I Like my Family Physician,” elementary art
contests)
Information dissemination through kiosks at the Karakol main bazaar
T-shirts and lapel pins
Children’s coloring books
Information chains from school children to parents to other family members
Information dissemination to workers at plants.

In the question and answer period. the marketing group explained that the small group practices
are made up of an internist, a pediatrician, and an obstetrician/gynecologist plus two to three
nurses and a financial manager. The financial manager is important to allow the medical staff to
concentrate on medicine, while he or she takes care of financial matters. Each group is to act as a
financially independent entity.

The next presentation focused on the efficiency changes made at Odessa Oblast Clinical Hospital.
Olga Skayarina, the hospital’s Chief Accountant, explained that new methods for paying for
services were developed to stimulate productivity. An experiment has begun involving two
departments of the hospital. Payment for services in the experiment was calculated in terms of
procedures performed, length of stay, and indirect labor costs. Payment for a case is given to the
team responsible for care. The early results of the experiment have been:

Improved quality
Faster treatment
Shorter length of stay
Higher bed occupancy.

To improve the accuracy of the amount paid a step down methodology of calculating costs per
case is now being used.

Finally, Dr. Stan Tillinghast, Quality Assurance Director, ZdravReform/Russia, gave a
presentation on ambulatory indicators that have been in use in Siberia.

Charles Krakoff chaired another sub-session on decision making methods. Three papers were
presented in the sub-session: one on an information system for mandatory health insurance in
South Kazakstan; one simulating the savings from strengthened primary health care in
Dniepropetrovsk, Ukraine; and one on a practical solution to the need for financial management
tools by small group practices in Issyk-Kul, Kyrgyzstan.
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Dr. Nariman Amireev, the former head of the Mandatory Health Insurance (MHI) Fund of South
Kazakstan Oblast, described the reporting method designed for providers to use in the MHI
system. The method is to allow the MHI Fund to interact with insurance companies, inpatient and
outpatient providers, employers, HMOs, and Fund branches. The unified reporting form, which
can be used manually or with computers, should allow verification of actions by the various actors
in the insurance system and permit analysis and forecasting by the MHI Fund. The method is
being implemented at the Phosphorus Hospital in Shymkent.

Dr. Valeria Lehan began by describing the overspecialization of medicine in Ukraine. Only about
a third of patients are seen at the primary care level, compared to more than 70 percent elsewhere
in the world. Too often, patients refer themselves to specialists. At least a third of diagnoses now
treated by specialists could be transferred to primary care. A change in financial incentives is
recognized as needed to make the change to greater emphasis on primary care. Three kinds of
payment methods are considered: fee-for-service, case-based payment, and capitation.

To examine how each payment method might perform, a mathematical simulation model was
constructed that included doctors, the population, and the administration of the system.
Simulations were performed of each of the payment methods under different assumptions
concerning the percentage of requested funding available—60, 80, and 100 percent. Under 60-
percent funding, fee-for-service dominated. Under 80- and 100-percent funding, captiation

Bakyt Akhmatov and George Purvis presented the third paper, which was on the implementation
of a financial management accounting system for small group practices in Issyk-Kul, Kyrgyzstan.
As small group practices develop in Issyk-Kul, financial management, which was previously
taken care of by the health administration becomes the responsibility of the group.  Hence, they
need a simple system that produces the information they need for making payments, billing, and
decision making.

dominated.

A search of experience in the West determined that the “peg board” system, used by many groups
of one to ten doctors in the United States and elsewhere. is the best fit. It is a manual “one-write”
system that nearly is fraud proof. It generates a number of reports: profit and loss, revenues,
balance sheet. cash position. accounts payable. and payroll. The “peg board” system has been
tested in Issyk-Kul and. as a result, has been revised in several iterations to meet local needs.

Linda Moll, Training Specialist, ZdravReform/Bethesda, chaired the third sub-session on decision
making and business skills focused on training.

Dr. Kalkaman Aiapov, Director at the Almaty Medical College, gave the first presentation. He
spoke about reforms in nursing education. Three new laws support nursing training in Kazakstan:
a law on the professionalism of nurses, a law on payment; and a law on the integrity of the
training process and science. To counter the trend of fewer people applying for nursing training,
there are moves to improve job satisfaction, increase continuity of training, and decentralize and
democratize training. There are four steps to nurse training, with nurses’ pay depending on the
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level of training attained. The steps are: nursing assistant (one year of training); clinical specialty
training (third year); management and administrative skills training (fourth year); and

Dr. Yaroslav Basylevich, Head of the Health Administration Department of L'viv Medical
University, explained the development of management training.  He noted that western Ukraine
has a long history of health insurance, dating to the 19th century.  The management training
program is trying to gain exposure to world experience.  Through ZdravReform assistance and the
help of others, it has trained faulty and students in payment methods, health delivery systems, case
management, medical-economic standards, contracting, pricing and costing, cost accounting, and
licensing and accreditation.  In addition to the technical knowledge gained, the Health
Administration Department is pursuing practical knowledge by conducting case studies in
facilities and surveys of providers.  This academic year the University will award its first master's

Lonna Milburn made the third presentation of the sub-session.  She described making the
conversion to family medicine, involving nurses, doctors, and patients, citing the example of Altai
Krai.  The family medicine approach provides continuity of care.  Family doctors act as
gatekeepers to referral services of specialists,.  As a result, they require training in management,
planning, relations with employees, responding to competition, quality, costing, and health
insurance.  Nurses often make up the largest group of care providers in family medicine.  Patients
are expected to take charge of much of their own health by curbing smoking, ensuring that
children are immunized, and working to prevent illness.

Dr. Ivan Solonenko, the Head of the School of Health Administration in Kiev, Ukraine, made the
next presentation.  The School was founded three years ago to provide a one year training
program to doctors in management and administration.  The program includes training in
epidemiology, policy, economics, information systems, and English language.  The School is
actively training its faculty by having them learn from outside faculty from the United States
(through ZdravReform),  Canada, and Western Europe, when the latter come to teach short
courses.  One problem faced by the School is a shortage of training materials in Ukrainian.

degrees in health management.

postgraduate training.

Tatyana Fomina, Chief Economist of Tomsk City Hospital Number 3, was the final speaker of the
sub-session. She spoke about how the training in management accounting provided by
ZdravReform's Alexander Telyukov had transformed the thinking and understanding of City
Hospital Number 3’s management. Before the training, the hospital was at a loss to understand
how to implement market-oriented management accounting. The implementation of management
accounting has complemented other reforms at the hospital, including incentive-based pay to
employees, development of family practice groups, and additional training of nurses and
managers.
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Sheila O’Dougherty of the ZdravReform office in Almaty chaired a sub-session focused on the
application of computers and information systems in health reforms. The three presentations in
the sub-session covered work in Kyrgyzstan, Ukraine, and Russia. Some of the issues that cut
across the three experiences are:

Top-down versus decentralized information systems
Control of doctors through information systems, particularly through the use of medical-
economic standards
Constraints on the use of computer systems.

Zhenya Samushkin and Andre Timoshkin of ZdravReform/Almaty presented on the information
system developed to support the reforms being implemented in Issyk-Kul, Kyrgyzstan. The
information system is involved in the following elements:

Population enrollment with family group practices
Calculation of capitation rates
Processing of clinical data from hospitals
Calculations of weights and rates
Accounting and banking transactions for hospital payment
Health statistics for quality assurance.

A statistics unit enters data on population enrollment, family group practices’ referrals. and
hospital admissions, discharges, and billings. Revenue is tracked from general budget allocations
and employer contributions under mandatory insurance. Payments are tracked from invoices from
providers to their final payment by the MHI Fund.

Dr. Yuri Prokopchuk of the Dniepropetrovsk Academy of Medicine in Ukraine made the second
presentation. He described a set of uses of computer information systems:

Information needs within provider organizations and to satisfy external demands
Registration of providers
Quality control
Hospital billing
Physician profiles
Intellectual support to physicians (manuals)
Medical information networks.

Management information systems are relevant for the following:

Investigations
Physician profiles
Quality assurance
Matching results to treatments
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Morbidity analysis
Study of patient flows
Study of costs.

Dr. Prokopchuk discussed a set-up whereby doctors could work directly with computers, entering
diagnosis and treatment information about patients seen.  This would facilitate paying doctors and
controlling their performance.

Greater use of computer information systems in providers is hindered by lack of software
manuals, training, demonstration projects, and skilled personnel.  The latter is the result of a brain
drain caused by the low salaries paid in the health sector.  One solution proposed for some of
these problems is the creation of a regional training center.

Dr. Roman Zelkovich, Director of the Center for Medical Information in Kemerovo, presented the
experience of information system support to the health insurance system in Kemerovo. He
described the databases that have been set up, the assessment of costs that has been performed for
the territorial MHI Fund, and the calculation of payments for medical services. The latter Dr.
Zelkovich characterized as very complicated. Further, the experience in Kemerovo is that
hospitals have not been particularly responsive to payment methods. The issues that are on the
Kemerovo agenda are: analysis of why there have been successes and failures, how to implement
a system including insurance companies and a territorial MHI Fund, how to determine who is
insured and who is not, and protection of the rights of the insured.

Dr. Stan Tillinghast, Quality Assurance Director of the ZdravReform/Russia, chaired a sub-
session in which the speakers addressed experiences in developing systems to ensure quality of
care in Russia, Ukraine, and Kazakstan (at both the oblast and national levels). Each of the
speakers approached the quality issue from a different perspective, by introducing economic
incentives to health facilities to improve quality, developing licensing and accreditation systems
for hospitals and other medical facilities, and introducing formal legislation.

Dr. Alexander Danilenko of ZdravReform/Almaty described the development of a system of 
facility licensing and accreditation to increase and control quality of services under
decentralization, privatization, and insurance.  Dr. Danilenko said that licensing usually is a state
function, and should be the prerogative of the Ministry of Health.  Accreditation should be a
function conducted by an independent agency.  A licensing and accreditation system developed
by ZdravReform includes six parameters for licensing and 19 accreditation standards.  The
accreditation standards are based on a scale of one to three, with 80 percent as a minimum passing
level.  Further licensing and accreditation standards are being considered to include economic and
equity aspects of the health care system.  Any institution falling below 70 percent would be closed
and those falling between 70 and 80 percent would have a one-year period in which to improve.
These criteria fit within the existing Kazakstan licensing legislation.  A more formal accreditation
system needs to be developed.
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Dr. Alla Stepanenko of the National Institute of Health in Kiev, Ukraine spoke next on quality
assurance in her country. She stated that the state’s purpose in developing a licensing and
accreditation system is to ensure quality care to the population during a period of increased
decentralization of the health sector from national government control. Ukraine has passed
enabling legislation. but enumeration of specific standards has not yet been done.

Dr. Galina Tsarik, Director of the Institute of Health and Social Problems in Kemerovo, Russia,
spoke about the use of medical-economic standards for assuring quality.  Beginning in 1985,
Kemerovo was one of the first areas to restructure the health care sector to reflect a smaller role
for the state.  To this end Medical Economic Standards, linking financial incentives and quality
standards to health procedures, were instituted in Kemerovo health facilities.  Under MES, if a
physician is found to have deviated from the outlined procedures for a given illness, his or her pay
is reduced, depending on the severity of the deviation.  In this way, physicians have an incentive
to give quality care.

Igor S. Zakcharov, President of the Mandatory Health Insurance Fund in Dzheskasgan Oblast,
Kazakstan, described the efforts the MHI fund to institute a system to assure quality care while
controlling costs.  The methods used concentrate on monetary punitive measures for failing to
meet clinical standards (e.g., number of bed days for a specific diagnosis).

The results from the first four months of implementation of the program are promising, though
they must be considered only preliminary.  In the first two months of implementation, there was
no discernible improvement in quality.  In the following two months, however, there was a 20
percent improvement.  Average length of stay dropped during this time.

Restructuring Health Systems

Three sub-sessions covered various elements of restructuring of health services in former Soviet

Dr. Nancy Pielemeier, ZdravReform Director, chaired the first sub-session in this area.  The first
paper in the sub-session described the demonstration of health system reforms in Issyk-Kul
Oblast, Kyrgyzstan.  The speaker, Dr. Damira Salieva, described the development of new 
financing sources, provider payment methods, small group practices, and rationalization of
services.  Mandatory health insurance contributions by enterprises and user payments are to
supplement traditional state budget financing.  Per capita allocation of funds with money
following patients is to replace bed occupancy-based spending.  USAID support for renovating
and equipping facilities has helped to establish small group practices involving an internist,
pediatrician, obstetrician/gynecologist, nurses, and a manager.  Some hospitals have been
consolidated and others closed as the new emphasis on primary care and payment method reduces
the use of hospital beds.

countries.
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Dr. G.K. Nokina of the Ministry of Health of Kazakstan, spoke next about the development of
standards for a national licensing system. The system is akin to medical economic standards, with
both quality and financial indicators. In the discussion that followed, Dr. Maksut Kulzbanov,
Deputy Minister of Health in Kazakstan, added that the standards are to be used as a part of a
licensing law for providers. Dr. Nikolai Melyanchenko, Director of the Department of Health in
Kemerovo, Russia, noted that medical economic standards are used to measure volume of care, in
addition to quality and costs.

The third presentation of the sub-session, by Dr. Albert Trauter, Head of the Kemerovo, Russia,
Mandatory Health Insurance Fund, addressed the implementation of the 1991 Russian Health
Insurance Law. There are now Funds in all 89 territories of Russia and 296 health insurance
entities. The most successful Funds are in Kemerovo, Novosibirsk, Altai Krai, Tomsk, Irkutsk,
and Krasnoyarsk. Kemerovo has 15 insurance entities, including two state-owned and eight
private insurance companies. The Funds gain revenue from state budget allocations, employer
mandatory payroll contributions, and, theoretically, from interest earned from the funds held on
deposit. The functions of an MHI Fund are the following:

Monthly indexation of inflows and expected outflows of funds to pay for services
Coverage of the health services needs of 100 percent of the population
“Control“ of insurance companies, including making annual agreements and quality
control using medical-economic standards.

A key aspect of Kemerovo’s success is the close relationship among all actors, including the
Department of Health, MHI Fund, the Board on Social Insurance, and the Committee on
Licensing and Accreditation.

The discussion that followed focused mainly on what kinds of problems the Kemerovo system
has had. One problem cited by Dr. Trauter is lack of access to social insurance funds by the MHI
Fund. A caution from many of those involved with Kemerovo is that the system that has evolved
there over the last ten years is complex and should not necessarily be emulated in all of its aspects.
Certain elements may be successfully adapted elsewhere, however.

Four presentations, two each from Ukraine and Kazakstan, were featured in the sub-session
chaired by John Stevens and Dr. Borys Uspensky of ZdravReform’s office in L’viv, Ukraine.
They cited the following themes in introducing the presentations:

There is a growing shift from inpatient to outpatient care;
Anticipation of per capita financing is prompting an awareness of costs;
Restructuring often begins at the facility or rayon level;
Incentive-based pay is being used to increase productivity;
An important effect of restructuring is on quality of care.
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plans:

The first speaker, Dr. Murat Mumenov, Head of the Health Department of South Kazakstan
Oblast, explained how the SKO health system is being restructured to adapt to the economic crisis
precipitated by the transition to the market. One effect of the crisis has been the need to close
2,500 hospital beds in the last three years. The Health Department has the following restructuring

Modify district hospitals to add outpatient clinics in areas with high proportions of
females and children in their populations;
Make seven health facilities self-supporting;
Have 30-40 bed hospitals serve rayons;
Implement a licensing system (planned for December 1995);
Introduce family medicine and salary incentives for rural doctors;
Stress preventive services;
Introduce mobile health services in one rayon;
Combine maternity and pediatric service to provide continuity of care to mothers and their
children;
Establish new training facilities for doctors and nurses in Shymkent.

Dr. Akim Litvak, Secretary of the Reform Coordination Council in Odessa, Ukraine, spoke about
the planned restructuring there. He emphasized the necessity for continued state budget support
of the health system, including support for drugs. He emphasized the importance of preserving
what is good about the system while undertaking restructuring. Consideration should be given to
ensuring a minimum package of benefits, including some inpatient and outpatient care and
dentistry. All tertiary care should be covered, along with emergency primary care and specialist
services.

Dr. Sergey Krivtsov, Head Doctor of Shymkent Regional Eye Hospital, Kazakstan, made a
presentation focusing on the establishment of a private-pay wing in the hospital. The private
wing was set up as a joint stock company. It includes a small. high-technology diagnostic unit.
televisions in patient rooms, and a private pharmacy. Employees of the wing receive 50 percent
of their wages from the state budget and 50 percent from private payments. Their wages are three
times those of other similar employees, giving them the incentive to be more productive. The
revenue generated by the private wing has allowed the hospital to make additional improvements,
including the purchase of a bus to transport its workers.

Dr. Krivtsov was asked how prices are established for the services in the private wing. He replied
that charges are based on costs. He also answered a question about how the wages of those
working in the private wing are established by saying that they are set according to the laws of
Kazakstan, with a 50 percent bonus paid from the wing's revenues.

The final speaker of the sub-session was Larisa Matsalyshchenko, Deputy for Economics at
Maternity Hospital Number 1 in Odessa, Ukraine.  Hospital Number 1 has suffered from many
negative trends lately.  Bed occupancy has declined with a sharp drop in the birth rate; cancers
and complications in maternity have increased; the physical condition of the facility has
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deteriorated; and funding has been reduced progressively from 100 percent of request in 1993 to
64 and 27 percent of request in 1994 and 1995. In this context, the hospital has looked for ways
to economize.

One successful effort has been the creation of an alternative care unit. This unit offers 30 day
beds to allow women to have access to good quality care, but also to stay at home. A key service
it offers is control of infectious diseases during pregnancies. About 25 percent of pregnant
patients are admitted to the day beds. The day-bed unit allows savings of food, laundry, and
selected drugs’ costs, plus some doctor and nurse time. The results of this set up are the
following:

Increase of 12.3 percent in maternity patients
Increase of 14 percent in gynecology patients
Decrease of 2.9 percent in infections
Reduction in average length of stay from 11 to 8 days.

Mr. Stevens and Dr. Uspensky summarized the presentations in the following points:

The main driver of the reforms is consumer choice;
Provider response is the essence of restructuring;
The quality of services offered will determine the acceptability of user charges;
Self-financing strengthens self-governance, which in turn perpetuates quality;
There is a commonality of goals of restructuring at the oblast, rayon, facility, and
subfacility levels.

Dr. Jack Langenbrunner chaired the last sub-session in this category, which discussed experience,
evidence to date, lessons and the remaining challenges faced by health providers and institutions
throughout the NIS as they test ways to restructure the health system. Each of the countries
represented at the session (Kazakstan, Ukraine and Uzbekistan) have examined and initiated
demonstrations of various financing schemes to improve health care.

The sub-session focused on alternative approaches related to public-private mix in the
organization and delivery of services. Dr. Langenbrunner stated that, clearly, a number of private
and non-governmental initiatives have emerged across the NIS. As in other countries, such as
those in Western Europe and in the United States, the issue of ownership has been controversial.
The relationship between ownership of the means of health services production and efficiency and
equity and health outcomes is not always clear. Likewise, there is no consensus on the preferred
approach to ownership in these or other countries.

The first presenter, Dr. Rosa Abzalova, Director of the Private Cardiology Center in Dzheskasgan,
Kazakstan, examined long-term costs of certain diseases contributing to mortality and morbidity
in Dzheskasgan oblast. Her study results confirmed anecdotal data that cardiological diseases are
the largest contributors to mortality in the NIS, and absorb the largest percentage of the health
care funds. Traumas, poisonings, and oncologic diseases are the most significant contributors to
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cost of care after cardiovascular diseases. The study also found that one cost-effective approach
to reducing the cost of cardiovascular diseases is to increase the level of preventive care and
primary care services at the early stages of the disease. Health education and lifestyle changes
were discussed as future alternatives to specialized care.

Dr. Minjasar Janbaev, Chief Physician, Dzheskasgan City Association, was the lead presenter of a
paper on Dzheskasgan's experience in introducing private health care system, including a payment
system, through the Mandatory Health Insurance Fund of Kazakstan.  Dr. Janbaev reported that
private clinics are able to work within the MHI Fund with payment according to a confirmed tariff
for each medical service provided.  This private, "fee-for-service" approach is a prototype for
other private practices in the oblast.  There are private clinics in the areas of pediatrics, internal
medicine, and dentistry.  These demonstration models have encouraged several behavior changes:
greater interest in patient satisfaction, more services for the care of the patient, and increased
productivity on the part of the provider.  Future analysis should focus on changes in volume and
spending by the Fund and the relationship of these changes to other patterns of care (e.g., changes
in referral patterns to specialists and hospitals).

Dr. Kamil Akrimov, Head Physician, Tashkent State Medical Institute No. 2, presented a paper by
Dr. Khamid Karimov, the Institute's Director, on the organization of and new approaches to
hospital treatment in Uzbekistan, including efforts to improve the quality of care associated with
new forms of treatment.  One approach is the use of comprehensive testing before and
rehabilitation care after hospitalization.  Often termed "pre-admission testing" and "post-acute
management of care" in the West, this approach has led to an ALOS reduction of two days, with
associated estimated, two-year savings of $105,000.

Dr. Akrimov reported that the Uzbek health system also has begun to place greater emphasis on
outpatient care, both through the use of day-care centers and in provision of training to physicians
in the use of outpatient treatment. Overall, substituting outpatient care for inpatient care has been
found to be one-fourth as expensive.

Alexander Khapin and Larisa Matsalyshchenko, Head Doctor and Deputy for Economy,
Maternity Hospitals Amalgamation No. 1, Odessa, Ukraine, discussed the results of restructuring
at the Obstetric Services Facility in Odessa, Ukraine.

The amount of funds from government budgets to the facility has dropped over 50 percent
between 1994 and 1995. These funds could cover only the everyday costs of running the facility,
including 25 percent towards the purchase of pharmaceuticals.

To increase revenues, the facility introduced out-of-pocket payments. This cost-sharing initiative
has increased revenues overall by 20 percent, and allowed the use of new funds for increasing
doctors’ salaries by 10 percent. The facility also has begun negotiations for partnerships with
large, private companies from outside Ukraine. Funds generated through these contracts would be
used for model delivery programs and to purchase much-needed equipment and supplies.
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The final presentation in this sub-session was made by Dr. Ormenbek Zhouzhanov, Director of
the Research Center of Medical and Economic Problems, Ministry of Health, Kazakstan. Dr.
Zhouzhanov’s presentation examined the relationship between national financing and the
allocation of funds across oblasts, and the resulting impact on the level of medical care. His study
showed that real expenditures on health care have dropped 66 percent from 1990 to 1994, once
adjusted for inflation. It was not clear whether the figures were adjusted for inflation using a
health care price index or a general inflation index.

There was some discussion of changes in percentage of funds going to various parts of the
delivery system. For example, the amounts spent on utilities is increasing as a percentage of the
total funds available. However, it is not clear whether the provider community has utilized
remaining funds in a way optimal for maintaining health outcomes. For example, the reduction in
the number of beds has only has been approximately 12 percent and the reduction in physicians
about 10 percent. Coupled with figures on percentage of funds going to utilities, it is suggestive
of a health sector that has not adjusted adequately away from its outdated cost structure, and that
hospitals, beds and other fixed costs are draining remaining funds away from patients. This
deprives such things as new equipment and pharmaceuticals of resources.

There was also a discussion of funding levels among oblasts in Kazakstan. Funding levels vary
significantly, and allocations are not always population-based. There was a proposal to develop a
population-based approach.With input from Dr. Tatyana Makarova ZdravReform/Moscow, a
discussion ensued about the need to adjust the analyses and allocation formulas for certain factors
such as age and sex.

Recommendations also called for further analysis in each oblast to get a more accurate
representation of the flow of funds across settings (inpatient versus outpatient).

Experiments in Primary Health Care

Dr. Michael Borowitz, Director of the ZdravReform Regional Office for Central Asia, chaired the
single sub-session devoted to experiments in primary health care. He led off the sub-session by
noting growing concerns about the high level of referrals in former Soviet countries and a
decreasing number of primary care providers. Dr. Borowitz noted that primary care often is
referred to as general practice or family practice.

Nuripa Mulkanova and Dean Millslagle of the ZdravReform office in Issyk-Kul, Kyrgyzstan,
made a presentation on the reorganization of primary care in that area.

The major objective of reorganizing the health system in Issyk-Kul Oblast is to shift from
expensive hospital care to more cost-effective primary care. Family group practices, consisting of
a pediatrician, internist, gynecologist, were formed independent of polyclinics or hospitals.
Family practice physicians are enrolled in a training program, designed to teach them to deal with
a wide range of managerial, financial, and administrative concerns. Patients are free to enroll in
the family group practice of their choice, as their first point of contact in the health care system.
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Additional equipment and pharmaceuticals are needed at the family group practices to make them
more independent, and to allow them to decrease referrals to polyclinics and hospitals.

Peter Petrov, Assistant Director of the Research Center on Medical and Economic Problems of
Health Care in Almaty, Kazakstan, spoke about the problems for health care in rural areas. The
results of a study conducted in several Kazakstani oblasts showed that access to primary care in
rural areas is worsening during the transition to a market economy. The main deterrent for
patients to use primary care is the increasing cost of transportation to and from facilities.
Recommended solutions include using a per capita financing scheme in rural areas, increasing the
density of the network of general practitioners, and improving continuity of care.

Dr. Yevhen Polataiko, Chief Doctor at City Polyclinic Number 2 in L’viv, Ukraine, made a
presentation about the experiment with family medicine practitioners at his polyclinic. The
experiment was conducted to see how families would be affected by using a primary care
practitioner for 80 to 90 percent of care under a national medical insurance system. A result of the
experiment is that knowledge about the interrelations of the family members and the effect of the
home environment on health status was found to be instrumental to effective diagnosis and
treatment. Therefore, it was concluded that family practice is an efficient and effective way to
diagnose, treat, and prevent disease. One result of this study is that family medicine has become
recognized as a medical specialty by the Ukraine Ministry of Health. Further, a family
practitioner is expected to be an accepted health provider under a national health insurance system
in Ukraine.

Dr. Victor Veres, Head of the Health Administration and Chief Doctor of the Rayon Central
Hospital in Zhovkva, Ukraine, spoke about rural health services reform in his area. Increasing
financial pressures pushed Zhovkva Rayon to reduce the number of hospital beds from 920 to 725
over two years. A specialty hospital also was closed. These moves were made to make the system
more efficient while maintaining quality of care. The decisions about which beds and facilities to
close were made with the assistance of ZdravReform management and financing expertise.Dr.
Veres suggested that the lessons learned in Zhovkva will be useful when facing similar problems
in other areas and hospitals in Ukraine.

CONCLUSIONS

The presentations at the conference and the discussions that followed testify to the volume of
health reform work being conducted across the countries of the former Soviet Union. At all levels
of the health systems, national, territorial, rayon, facility, and training institution, market-oriented
solutions are being devised, tested, evaluated, and revised. These solutions address the problem
of restructuring of the health sector to attain financial sustainability, quality care, equitable access,
and efficient use of resources. Substantial learning and cross-fertilization took place at the
conference. Different sites are taking different approaches to similar problems, and some sites are
more advanced than others in using similar methods. Those working on like approaches gave
each other greater confidence to continue to move ahead, knowing that they are not alone. New
professional acquaintances were made across countries in both the Conference’s formal and
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informal sessions. An informal association of health reform professionals began to be established.
an element of civil society previously unknown to nearly all participants. The momentum of
market-oriented health reform has begun to build. The Conference gave it an additional push
forward.
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